income data of 116 countries over the past three decades (60 countries over two decades for the sectoral aid analyses). For detail on the methods and empirical models, please refer to Section 2 in our paper. Table 1 shows the results of our Barro-type ad hoc growth regressions for conditional convergence, with elements of exogenous conditions; a set of important factors such as policies, institutions, and factors of globalization; and sectoral aid. The results shows that impact of economic aid on growth was significantly positive (Column 6), while coefficients of social aid (Column 7) and aggregate aid (Column 8) were positive, yet smaller and insignificant. These results imply that economic aid contributes to growth. Table 2 shows the estimated results of our examination of the variation of average incomes of quintiles 1-5 by variation of average income of the country with economic, social, and aggregate aid respectively. We found that social and aggregate aid had positive systematic effects on quintiles 1 and 2 at the 1% significance level (Columns 6, 7, 11, & 12) and negative systematic effects on quintile 5 at the 1% significance level.
Economic Aid Promotes Growth

Social Aid and Aggregate Aid Benefit the Poor and Mitigate Inequality
These findings prove that social and aggregate aid benefits the poor more than other income groups.
Furthermore, these show that aid contributes to reduce inequality by narrowing the gap between the rich and the poor. The negative and significant coefficient attached to the richest quintile may suggest that countries might have worked on distributional policies while receiving international social aid. As for economic aid, none of the coefficients were significant (Columns 1-5). That is, economic aid does not have systematic effects on the poor, nor any particular income group. Together with the evidence that economic aid contributes to economic growth in Table 1 , the estimated results for quintiles 1-5 reveal that economic aid is good for the poor through growth effects.
Policy Implications
The study shows that aid is good for the poor, because it not only benefits the poor in similar proportion to other income groups on average, but in fact it also benefits the poor more than other income groups. Presented evidence suggests that utilizing both growth and distribution effects of aid could maximize development effectiveness. Development aid could play an important role in assisting developing countries to find the optimal mix of economic and social aid to achieve poverty reduction and effectively share prosperity.
We hope that the findings from this study will help readers rethink the important role of aid in achieving the global development goals of ending poverty and promoting shared prosperity.
In our next post, we will further discuss aid effectiveness in relation to globalization.
